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KEY ECQNOMIC INDICATRS 


All values in million US$ 
unless otherwise stated, 


ITEM 


INCOME, FPRODUCTIOGN, EMPLOYMENT 
GDP at current prices 
Per Capita GDP (US$) 
Plant and Equipment Investment 
Indicies: 
Wage Index (1965 = 100) 
Average Industrial Wage 
(ust per day) 
Consumer Price (1968 = 100) 
Retail Sales NA 
Wholesale Price NA 
Industrial Production 
(1972 = 100) 100 
Tourism, receipts and 
expenditures 459 
Production, Major Items 


Sugar (000 long — 298.0 


Copra (000 long tons 29.0 
Gold (000 fine oz,) 76.0 
Money Supply 5702 


BALANCE OF PAYMENTS AND TRADE 1972 
Balance of Payments NA 
Deficit on Current Account NA 
Balance of Trade - 81.7 
Exports 83.0 
U.S,Share 21.4% 
Imports 166.6 
U.S, Share % 


Main Imports from U.S. (1' : Machine 
(.345), Chemicals (.260), Total (9.958). 


ADDITIGNAL INFORMATION 
1972 

Unemployment Rate NA 
External Debt at Year End 12.6 
Interest on External Debt 1.36 
Foreign Exchange Reserves at 

Year End 81.2 
Population 


Exc 
US 


B 
12/5 


287.0 
518 
NA 


NA 
NA 


NA 


57 ob 


278.5 
26.6 
79 06 
62.1 


1273 
NA 
NA 
- 126.9 
9h03 
17.% 
221.2 


4.6% 


e rate as of 2/25/75 
1.2669 = F$1.00 


C D 
7 C 6 f 
1973-74.) 
NA 


NA 
NA 


NA 


NA 
169.8 

NA 

NA 


118.9 
NA 


268.0 
27 oh 
68.9 
79.8 


Jan.—Sept e 974 
NA 


NA 
- 114.6 
82.1 
Uy. 7% 
196.7 
4.2% 


TE the & Crude Materials 
0925), Food {. » Manufactured Goods (41), Beverages and Tobacco 


1278 
6.7 
NA 
NA 


67.0 


127 
NA 
NA 
NA 





SUMMARY 


A number of events have combined over the last twelve months which 
resulted in softening the blows to Fiji of worldwide inflation and 
recession, Most important among these were record prices for 
Fiji's three mjor export commodities: sugar, copra, and gold, 
Inflation rates in Fiji were lower than those in many industrialised 
nations, Hopes for the future were provided by important mineral 
discoveries, new industrial ventures, and the continued success of 
some development schemes, There were serious setbacks in important 
growth sectors, however, with tourism and construction suffering 
their first declines in more than a decade, and overseas investment 
taking a significant plunge. 


Trade with the United States increased only slightly despite the 
adoption of a new non-discriminatory tariff. Fijian businessmen, 
however, have shown an inoreasing interest in a wide variety of 
American products, and despite the recession, the outlook for 
inoreased United States exports to Fiji appears bright. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Fiji's economy has suffered a number of setbacks over the last 
twelve months. As in much of the rest of the world, the economy 
has been plagued by inflation and recession. Spiraling costs of a 
large number of essential imports, not the least of these petro- 
leum products, led to the largest trade deficit in Fiji's history 
and forced the government into a greatly expanded program of 
international borrowing. Economic growth was uneven, with the 
important commodity sectors booming while other sectors, more 
seriously affected by the world slump, suffered serious declines, 


The sugar industry has traditionally been the mainstay of Fiji's 
economy. Sugar accounts for over two-thirds of Fiji's exports, 
and the industry produces one fifth of GDP and employs one quarter 
of the wage earning labor force, Sugar is grown and cut by some 
17,000 independent small farmers, who sell their cane to the 
statutory Fiji Sugar Corporation (FSC) for processing. A number 
of important developments have been affecting the industry. 
Markets, always hard to find when world supplies were plentiful, 
have suddenly opened up to Fiji sugar. At the same time prices 
have soared to unprecedented levels, The bulk of Fiji's sugar 





has in the past been sold to Great Britain under the Commonwealth 
Sugar Agreement and to the United States under the sugar quota, 
both of which came to an end in 1974. In February, 1975 Fiji 
joined with forty-five other Commonwealth nations in an agreement 
with the European Economic Community to supply Great Britain with 
Sugar for the record contract price of £260 a ton. About half of 
Fiji's orop will be sold under this agreement, with the remainder 
divided among several smaller contracts. An estimated 45,000 
short tons will be shipped to the United States, a sufficient 
quantity to mintain its position as Fiji's second largest market, 
The record sugar prices of 1974 and the still higher prices now 
guaranteed for 1975 have provided a tremendous boost to the 
economy. Since a large portion of the 1974 orop was sold under 
old contracts, the profits were not as large as they will be in 
future years. The high prices will provide an incentive to produo- 
tion, which has declined now for four consecutive years, and if 
climatic conditions are favorable the 1975 crop should be a large 
one@e 


The cultivation of coconuts, the production of copra and the 
extraction of coconut oil is Fiji's second largest industry. As 
in the case of sugar, output has not increased in recent years, 
but soaring prices in 1973 and 1974 made the industry more 
lucrative than ever before, The boom was shortlived, however, 

and prices which stood over F$600 a ton in April, 1974 had 
declined to F$164, a ton by February, 1975. The long range outlook 
is not hopeful, and new planting schemes are not being actively 
enoouraged. At present emphasis is being placed on development of 
crops to grow under coconut trees: root crops, vanilla, macadamia 
and cashew nuts, and cattle ranching are receiving special attention, 


Other agricultural endeavors, and related projects such as forestry 
and fisheries, are receiving a considerable amount of attention, 

and are likely to be slated for even more under Development Plan 
VII, due to begin in 1976. Pine planting is proceeding on a large 
scale and is expected to provide the basis for a major industry by 
the late 1980's. Fisheries development has concentrated on tuna, 
several varieties of which are plentiful in Fiji waters. Most tuna 
is now frozen for export, but construction of a cannery is under way 
at Levuka, Other agricultural products which are doing well or 
receiving special emphasis inolude rice, ginger, and tobacoo. 


Tourism, previously the most important growth sector of the economy, 
has undergone a slump during the last twelve months, The number of 





tourists from Australia and New Zealand continued to inorease, but a 
2% drop in the number of visitors from the United States led to the 
first no-growth year in over a decade. This slump has in turn put a 
damper on other sectors which are dependent on the tourist boom, such 
as building and construction, Tourism has nevertheless become the 
second most important sector of the economy and great hopes are 
pinned on its continued expansion, 


Fiji's mineral industry consists almost entirely of the production 
of gold. Production has been in steady decline due to the exhaustion 
of high grade reserves, and were it not for the high prices which 
have prevailed since 1972, the mines would certainly be forced to 
close, At current prices, however, earnings have increased despite 
drops in production, and reserves are expected to last for 25 more 
years. There have been a mmber of other hopeful developments in 
the realm of mineral resources, The most important of these is a 
major copper disoovery, which could lead to significant production 
within six to ten years, Phosphate and magnetite sands deposits 
have also been shown to exist in commercial quantities, Fiji's 
first exploratory oil well is due to be drilled before the end of 
19756 


Government economic policy over the last year has been aimed 
largely at controlling inflation and halting the outflow of Fiji's 
dwindling foreign exchange reserves, The latter goal has been 
successfully achieved largely by international borrowing on a 
large scale, The rate of inflation in 1974 was 14.4%, which is a 
notable achievement when compared to the higher rates suffered by 
most of Fiji's industrialized trading partners. Most prices and 
incomes controls will end in April, 1975. 


Fiji's labor movement is active and its power is growing. All 
ma jor industries are unionised. Labor-management disputes, 
strikes, and work stoppages have been frequent, Wage increases 
over the last twelve months have been very large, frequently 30% 
or more, but the general wage structure remiins low, with the 
highest paid workers receiving around F$1 an hour, and some 
agricultural workers receiving as little as 27¢ an hour, 


Industrial development has continued, although at a reduced rate 
because of the difficulties in obtaining financing. Spending on 
infrastructure, especially roads and communications has remained 
heavy. Although there has been an overall fall in industrial 

investments, a number of potentially important new projects have 





either begun or are in advanced stages of planning, including a 
shoe factory, a fish cannery, an industrial alcohol plant, a 
feed mill, and a satellite communications station, 


IMPLICATIONS FOR THE UNITED STATES 


The United States mrket share in Fiji has traditionally been 
small, around 4% of Fiji's total imports, or slightly less than 
US$10 million in 1973, and considerably less in previous years, 
On the other hand the United States ranks second only to the 
United Kingdom as a purchaser of Fijian products, primarily sugar, 
resulting in a chronic trade imbalance in Fiji's favor. This 
situation may be in for a change, for on January 1, 1974 the two- 
tier Commonwealth Preference tariff system was eliminated in favor 
of @ non-disoriminatory single line system, In February, 197). 
Fiji broke its traditional sterling link and tied its currency to 
the U.S, dollar, a move which has facilitated transactions with 
the United States. 


These moves have resulted in a growing interest in and desire for 
a wide range of American goods, There has been a considerable 
amount of exploratory work done by local merchants, and this is 
expected to lead to larger purchases of American products, Fijian 
businessmen have expressed interest in a wide range of American 
goods, notably machinery, textiles, and food, and have shown an 
increasing interest in a wide range of consumer goods, There is a 
prevalent feeling among Fijian-owmed firms that American products 
are likely to be better quality and less expensive than the 
Australian goods which have traditionally dominated the market. 

On the other hand, most of the largest companies in Fiji are not 
locally owned, and these are in general more reluctant to turn to new 
American suppliers, 


There are a number of factors which should be taken into account by 
any U.S. firm which seeks to enter the Fiji mrket. In the realm 
of consumer goods, Fiji has something of a dual market, consisting 
of the local population and a large tourist market, The former is 
interested primarily in low cost goods while the latter provides a 
market for luxury products, Fiji's policy of placing low or no 
tariffs on many imports (notably cameras, watches, sporting goods, 
radios, and jewelry) encourages large purchases of these luxury 
items by visiting tourists, In the case of more ordinary consumer 





items manufactured in the United States, many, such as textiles, are 
considered to be of excellent quality but not price-competitive with 
such sources of supply as Hong Kong and Singapore. Others, including 
more advanced manufactured goods and most types of machinery, are 
competitive in both quality and price, 


Many large United States miltinational corporations are already 
represented in Fiji in one way or another, most often through their 
Australian subsidiaries. This has placed a constraint on direct 
trade, for despite the wishes of many Fijian buyers, their inquiries 
to American-based multinational corporations are often referred to 
these Australian subsidiaries, It is also discouraging that many 
American firms have shown a reluctance to deal with a mrket as 
relatively small and remote as Fiji, Because of its small size Fiji 
presents an attractive market for small to medium sized U.S, exporters 
who do not insist on shipping only in large quantities, Experience 
shows that firms located in the western United States are able to 
reduce shipping costs and difficulties, and so compete more success- 
fully with Japanese, Australian and New Zealand firms, Companies in 
other parts of the United States are often handicapped by infrequent 
shipping facilities. 


The Government of Fiji ecourages foreign investment for the develop- 
ment of various sectors of the economy. To date, most such invest- 
ment has been in tourism and mineral exploration. The Government 
hopes to attract more investors for industrial development. Special 
interests at present are a sugar refinery, a wood pulp mill, and an 
oil refinery, Other recommendations by potential investors are 
welcomed and are examined on a case by case basis, 


The 10% devaluations of the Australian ond New Zealand dollars in 
September, 197 gave their already prevalent products an additional 
boost. Since that time, however, their shipping costs to Fiji have 
risen significantly, offsetting some of their original advantage, 

A number of American exporters have found it possible to sell at 
significantly lower prices than Australia and New Zealand despite 
their devaluations, 


Because of the economic recession and the general belt tightening 
it has caused, 1975 is unlikely to be a boom year for new imports. 
Qn the other hand, a large decline is not anticipated, and the 
United States can expect its share of the market to increase 
significantly as more importers discover the advantages of buying 
American proiucts under the new tariff system. The Government of 


Fiji hopes to diversify its sources of dependence and so welcomes 
the errival of greater numbers of American products, 











